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shall be retained by the owner for 3 
years. 

(6) If the owner determines that an 
applicant is not eligible, or, if eligible, 
not selected, the owner must notify the 
applicant in writing of the determina-
tion, the reasons upon which the deter-
mination is made, and inform the ap-
plicant that the applicant has the right 
within a reasonable time (specified in 
the letter) to request an informal hear-
ing if the applicant believes that the 
owner’s determination is based on erro-
neous information. The procedures of 
this paragraph (b)(6) do not preclude an 
applicant from exercising his or her 
other rights if the applicant believes 
that he or she is being discriminated 
against on the basis of race, color, reli-
gion, sex, national origin, age, or hand-
icap. The owner must retain for three 
years a copy of the application, the let-
ter, the applicant’s response, if any, 
the record of any informal hearing, and 
a statement of final disposition. The 
informal review provisions for the de-
nial of a tenant selection preference 
under § 886.337 are contained in para-
graph (k) of that section. 

(7) For the informal hearing provi-
sions related to denial of assistance 
based upon failure to establish citizen-
ship or eligible immigration status, see 
part 5 of this title for provisions con-
cerning certain assistance for mixed 
families (families whose members in-
clude those with eligible immigration 
status, and those without eligible im-
migration status) in lieu of denial of 
assistance. 

(c) Initial occupancy. (1) Where reha-
bilitation is involved, sixty days prior 
to the completion of the rehabilitation, 
or when the rehabilitation is begun, 
whichever is later, the Owner shall de-
termine whether the tenant population 
of the project generally reflects the ra-
cial/ethnic makeup of the housing mar-
ket area. Based on this determination, 
the Owner shall then conduct appro-
priate marketing activities in accord-
ance with a HUD-approved Affirmative 
Fair Housing Marketing Plan. Such ac-
tivities may include special outreach 
to those groups identified as not ordi-
narily expected to apply for these units 
without special outreach; notification 
to PHA’s in the housing market area of 
any anticipated vacancies; and formu-

lation of waiting lists based on the 
Owner’s HUD-approved tenant selec-
tion factors. 

(2) Where a PHA is notified, the PHA 
shall notify an appropriate size family 
(families) on its waiting list of the 
availability of the unit and refer the 
family (families) to the owner. (Since 
the Owner is responsible for tenant se-
lection, the owner is not required to 
lease to a PHA selected family, but the 
owner must comply with § 886.321(b)(6).) 

[44 FR 70365, Dec. 6, 1979, as amended at 53 
FR 1169, Jan. 15, 1988; 53 FR 6601, Mar. 2, 1988; 
58 FR 43722, Aug. 17, 1993; 60 FR 14846, Mar. 
20, 1995; 65 FR 16724, Mar. 29, 2000; 70 FR 77744, 
Dec. 30, 2005] 

§ 886.322 [Reserved] 

§ 886.323 Maintenance, operation, and 
inspections. 

(a) Maintain decent, safe, and sanitary 
housing. The owner shall maintain and 
operate the project so as to provide de-
cent, safe, and sanitary housing and 
the owner shall provide all the serv-
ices, maintenance, and utilities which 
he or she agrees to provide under the 
contract and the lease. Failure to do so 
shall be considered a material default 
under the contract and Regulatory 
Agreement, if any. 

(b) HUD inspection. Prior to execution 
of the contract, HUD shall inspect (or 
cause to be inspected) each proposed 
contract unit and related facilities to 
ensure that they are in decent, safe, 
and sanitary condition. 

(c) Owner and family inspection. Prior 
to occupancy of any vacant until by a 
family, the owner and the family shall 
inspect the unit and both shall certify 
that they have inspected the unit and 
have determined it to be decent, safe, 
and sanitary. Copies of these reports 
shall be kept on file by the owner for at 
least 3 years. 

(d) Annual inspections. HUD will in-
spect the project (or cause it to be in-
spected) at least annually and at such 
other times as HUD may determine to 
be necessary to assure that the owner 
is meeting his or her obligation to 
maintain the units and the related fa-
cilities in decent, safe, and sanitary 
condition and to provide the agreed- 
upon utilities and other services. HUD 
will take into account complaints by 
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